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17 December 2001

News Release

HSBC REACHES RESOLUTION IN PRINCETON NOTE MATTER

HSBC USA Inc. announced today thét it has settled civil law suits brought by 51 of the 53
Japanese plaintiffs who have asserted claims arising from the involvement of its subsidiary,
Republic New York Securities Corporation (“RNYSC”), in the Princeton Note matter. It
has also resolved all of the previously-reported regulatory and criminal investigations
arising from the Princeton Note Matter. The civil and criminal resolutions are subject to
court approval, which is expected in the next few weeks. The regulatory settlements, with
the Securities and Exchange Commission (“SEC”) and the Commodity Futures Trading
Commission (“CFTC”), are effective immediately. The cost of the resolution was reflected
in provisions HSBC USA Inc. has previously taken and reported, and the after tax cost is
within the range of the price reduction taken by companies controlled by the late Mr.
Edmond Safra at the time of the HSBC acquisition of Republic New York Corporation.
The Princeton Note Matter came to light prior to HSBC’s acquisition of Republic New
York Corporation, RNYSC’s parent, in December, 1999.

As part of the resolution, RNYSC, now a dormant subsidiary, plead guilty today in federal

court in Manhattan to two federal criminal charges arising from the misconduct of certain of
its former executives in assisting Martin Armstrong’s scheme to defraud numerous
purchasers of Princeton Notes, which Armstrong offered for sale in Japan. Following the
acquisition by HSBC, RNYSC ceased active business during the year 2000, and the
employment of all the RNYSC executives associated with RNYSC’s misconduct was J

terminated in 1999.

HSBC USA Inc.’s president and chief executive officer, Youssef A Nasr, commented: “We
are pleased that today’s settlement will put the Princeton Note Matter largely behind us.
HSBC commends the decision of the U.S. Attorney’s Office in Manhattan, the SEC and the

compensation to the noteholders rather than seeking substantial fines or penalties.
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“As a result, we have been able to bring to a prompt conclusion almost all of the civil
litigation arising from the Princeton Note Matter, which otherwise was likely to take far
longer to resolve. The prompt resolution of these complicated circumstances is a great
achievement that follows from Republic’s and HSBC’s commitment to cooperate fully with

the Government.”

The United States Attorney’s Office in its public filing acknowledged HSBC’s “exemplary
cooperation” and has recommended to the Court that no criminal fine be imposed on
RNYSC. Instead, RNYSC has agreed to the imposition of a restitution order requiring it to
make payments totalling approximately $606 million to Princeton noteholders, as
compensation for their out-of-pocket losses. Since RNYSC’s capital is about $81 million,
HSBC USA Inc. has agreed to pay the remaining amount of compensation due to the
noteholders in exchange for their termination of the pending civil litigation against HSBC
USA Inc. and RNYSC, and in connection with the United States Attorney’s Office
commitment not to pursue any claims against RNYSC’s parent company or its banking
affiliate. In addition, the settling Princeton noteholders can expect to receive payments
totalling approximately $72 million from assets held by Princeton’s court- appointed

receiver.

If the court imposes the sentence agreed to by RNYSC and the U.S. Attorney’s Office and
approves a related settlement between HSBC and the Princeton receiver, 17 lawsuits filed in
the federal coﬁrt in Manhattan by 51 Princeton noteholders against HSBC USA Inc.,
RNYSC and others will be settled, terminating the plaintiffs’ claims for damages arising
from unpaid Princeton Notes with face amounts totalling approximately $1 billion. As part
of the resolution of the criminal case, RNYSC has also reached, or expects to reach,

settlements with seven additional Princeton noteholders who have not filed suit.

As previously disclosed, the after tax cost to date of the settlement is within the range of the
price reduction taken by Republic’s largest stockholders, companies controlled by the late
Mr. Edmond Safra, at the time of HSBC’s acquisition of Republic in December, 1999. Two
of the noteholders, whose civil suits seek damages arising from unpaid Princeton Notes with
face amounts totalling approximately $125 million, are not included in the settlement and
their civil suits will continue.

more ...
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The Government excluded one of them from its proposed restitution order because it is
being criminally prosecuted in Japan for its conduct relating to its Princeton Notes, and
excluded the other because the sum it is likely to recover from the Princeton Receiver

exceeds its insubstantial losses as calculated by the G_ovegrimggt. _

Under the regulatory settlements RNYSC agreed with the SEC to the revocation of its
broker-dealer registration and with the CFTC to the revocation of various commodities-

related licenses and the payment of a $5 million civil monetary penalty.

Media inquiries: Adrian Russell +44 (0)20 7260 8211
Karen Ng +44 (0)20 7260 9814

About HSBC Bank USA

HSBC Bank USA is a leading financial services organization with combined assets of the bank and its US
holding company, HSBC USA Inc., of US$87.6 billion: The organization is the third largest depository -
institution and has the most extensive branch network in New York State. In addition to having more than 420
branches throughout New York, the institution has eight branches in Florida, two in Pennsylvania, three in
California and 17 in Panama. HSBC USA Inc. is the eleventh largest US holding company in total assets and
is an indirectly-held, wholly-owned subsidiary of HSBC Holdings plc (NYSE: HBC), which is.headquartered
in London. The HSBC Group has some 6,500 offices in 78 countries and territories in Europe, the Asia-Pacific
region, the Americas, the Middle East and Africa. For more information about HSBC Bank USA and its
products and services visit www.us.hsbe.com.




) \
. View Announcement Page 1 of 2

redon STOCK EXCHANGE .~
Help | London Stock Exchange Home | Log Off

View Announcement

Announcement Details

Company Headline Embargo Last Upda
HSBC Holdings PLC Director Shareholding 08:57 31 Dec

Full Announcement Text

Date of notification : 31 December 2061

NOTIFICATION OF DIRECTORS’ SHARE INTERESTS

IN HSBC HOLDINGS PLC

Interests in shares of HSBC Holdings plc ("the Company") arising under sections 324 and 328 of
1985. ’

Following the acquisition of Crédit Commercial de France (CCF) by HSBC Holdings plc, outst
CCEF shares granted between 1994 and 1999 (for nil consideration) have vested. Options granted
2000 will vest in 2002. On exercise of the options, the CCF shares issued will become exchar
shares in HSBC Holdings plc (HSBC shares) in the same ratio as for the acquisition of CCF — 13
CCF share. The HSBC shares are to be provided through the HSBC Holdings General Employe
Trust), the Trustee of which is HSBC Trustee (C.1.) Limited.

Mr C F W de Croisset, a director of HSBC Holdings plc and HSBC Bank plc, currently holds o
CCF shares which he is obliged, upon exercise, to exchange for 2,418,000 (186,000 x 13) HSBC s

As a beneficiary. of the Trust, Mr de Croisset also has a technical interest in all of the HSBC shar
(including the HSBC shares which correspond to his options over CCF shares enumerated above)

HSBC Holdings ple - Ordinary Shares USS$0.50 each
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Date Nature of transaction by the Trust Consideration
Transfer by Trust of:
28 December 2001 13,000 HSBC shares to individual exercising 13 HSBC shares
options over 1,000 shares. for each CCF
share

At 28 December 2001 the Trust held a total of 38,788,413 HSBC shares.

Peter Harvey

020 7260 0126 (Extn. 50126)
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